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CONFIDENTIAL

Since the beginning of April, 1990, the Board of
Ethics has received several requests from
individuals seeking advisory opinions as to the
propriety of their continued participation in the
Urban Homestead Program and the Section 312
Rehabilitation Loan Program. On Mav 8. 1990. th
Board received a request from W iNDvipvAL A ]
Until April the Board of Ethics was neither
familiar with these programs nor had it reviewed
these programs in light of the Governmental Ethics
Ordinance. Once brought to the Board's attention,
an investigation was initiated and extensive
regsearch was conducted in each of these cases.

These requests raised two distinct issues: (1)
Whether City employees can receive property from

~ the City through its Urban Homestead Program; and

{2) Whether City employees can receive loans from
programs administered or funded by the City,
including funds from the Section 312 Loan Program.

On August 10, 1990 the Board concluded that, as a
general matter, the Governmental Ethics Ordinance
prohibits City employees from participating in the
Urban Homestead Program. However, based on the
totality of the circumstances in this particular
case, it is the Board's opinion that eguity and
justice require it to conclude that ' INDIVIDuAL A
should be allowed to continue to participate 1in
the Program. With regard to the issue of related
loan programs, the Board concluded that{ /8D iovAL
may not receive loans for $5,000 or more from loan

programs administered by the City, including
Section 312 Rehabilitation loans.

The Board of Ethics is the agency charged with the
responsibility of faithfully interpreting the
Governmental Ethics Ordinance. It renders
advisory opinions which are consistent with the
language, purpose and goals of the Ordinance.
When appropriate, the Board makes recommendations
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for further action. Recommendations reflecting the Board's

opinion in this case shall be forwarded to the Department of
Bousing.

In coming to its decisions, the Board made a thorough review of
the Urban Homestead Program and the Section 312 Rehabilitation
Loan Program_apd conducted extensive research of the facts
surrounding TinmvipuaL A's | particular situation. Our review of the
Urban Homestead Program indicates it was designed to provide
homes to low and moderate income families that reside in the City
of Chicago. The Program is administered by the City's Department
of Housing. Homes needing substantial rehabilitation are made
available to qualified winners of a random public drawing (the
Housing Lottery). Eligible winners purchase their selected
property for $1.00 and they promise to fulfill obligations
stipulated in the Homesteader's Purchase Agreement, which among
other things requires the Homesteader to bring the property into
City code compliance. Prior to the conveyance of conditional
title, the property involved belongs to the City.

The Board's review of {1nNDViDVAL Ay
following: T

. circumstances revealed the

WA—EJ submitted an applicati
omestead Housing Lottery TS

in the Urban

BEERRE paying the
..that application, she
loyed by the City of

ole. S ' In addition,!
INDIVIDUAL A jattached jage and Tax Statemen
showing the City as her employer.

Ber application to rticipate in the lottery was approved and,
at the ﬁlottery, her name was randomly chosen. This
entitled ' INDIVIDUAL 4 to participate in the Urban Homestead
Program, provided she fulfilled the necessary eligibility
requirements. One requirement, verification of her employment
and income, was met when the Department of Housing receiv

i hat she was employed with the City of Chicagq
. Other requirements which she met included the
completion of a House Verification Report, which again verified
mployment with the- City, s B T T

-

S S, an estimation of the cost of the
work, and b payment of approxi_mately $125.00 to obt_ai_‘n

an appraisal on the property.

SR after fulfilling the eligibility
requirements under the program, INDiVipua 4 i entered into the
Homesteader's Purchase Agreement with the . gigned quit

claim deed from the City was recorded on @
) o 5?'
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g?ianting her conditiona jtle to the propetty awarded under the
program. At that time,{ipvipuAL A B was advised by the Department
of Housing that she would bé moving into her home in January.

In additigp to meeting the requirements imposed by the BEomestead
Program, Y iNDwiDuAL AJR worked with the Department of Housing to
obtain financing for the necessary rehabilitation work. She
completed a Neighborhood Home Improvement Loan Program
Application and applied for 312 loan for $22,350. On
both of these applications' mpvivacASR listed the City of Chicago
as her employer. On October 5, . she was notified that the
312 loan had been avproved and a settlement date was scheduled.

At that point eligibility in the Urban Homestead
Program had not B€en questioned.

However , YESrun

T EEr— (1 B was notified that her
312 loan funds would be cancelled because of her status as a City
employee. In addition, her receipt of property itself under the
Homestead Program was called into question. Since that time, all

further action regarding the property she was to receive has
ceased. . S

When our staff spoke with ‘:n vsvaL A § over the telephone, she
stated that she still desired to have the home, and believe that
she could locate other sources of funding for the rehabilitation
work. In addition, if she had not been given a January move-in
date, she would have made”%other"-livinq arrangements, since the

¥

home she presently rents is being sold.

ISSUE I: Whether City employees can receive property from the
City through its Urban Homestead Program.

The Board has concluded that City employees are prohibited by the
Governmental Ethics Ordinance from receiving property through the
Urban Homestead Program. The Board, in coming to this
determination, looked to Section 26.2-11 of the Ordinance. This
section contains two provisions which prohibit City employees
from receiving property under the Urban Homestead Program. The
first provision that the Board reviewed prohibits an employee
from having a financial interest in a contract of the City when
the consideration of the contract is pafid with funds which Eelong
to or are administered by the City or when the consideration of

the contract is authorized by ordinance. The exact language of
Section 26.2-11 is as follows:

No elected official or employee shall have a financial
interest in his own name or in the name of any other
person in any contract, work or business of the City or
in the sale of any article, whenever the expense, price
or consideration of the contract, work, business or

- . T ' .

b A




August 23, 1990
Page 4 -

{ sale is paid with funds belonging to or administered by
the City, or is authorized by ordinance. Compensation
for property taken pursuant to the City's eminent
domain power shall not constitute a financial interest
within the meaning of this section. Unless sold
pursuant to a process of competitive bidding following
public notice, no elected official or employee shall
have a financial interest in the purchase of any
property that (i) belongs to the City, or (ii) is sold
for taxes or assessments, or (iii) is sold by virtue of
legal process at the suit of the City. No appointed
official shall engage in a transaction described in
this section unless the matter is wholly unrelated to
the official‘’s City duties and responsibilities.

One definition of financial interest in the Ethics Ordinance is:
"any interest with a cost or present value of $5,000.00 or more."
Section 26.2-1(1)(ii). Our research indicates that the .property
which one would receive under the Homesteader's Purchase
Agreement will have a value of more than $5,000.00.

The term "consideration" of a contract is defined as the benefit
which one gives up in exchange for some other benefit. The
City's consideration of the contract in this case is the
Homestead property, and the contract in gquestion is the
Homesteader's Purchase Agreeément. Moreover, the transfer of the
property to the. Homesteader is made pursuant to City Council
ordinance. Consequently, the Board was compelled to conclude
that any employee who enters into the Homesteader's Purchase
Agreement with the City would have a financial interest in a
contract, the consideration of which is authorized by ordinance.
This conduct is clearly prohibited by the Ethics Ordinance.

Additionally, on this same issue, the Board looked to the
provision of Section 26.2-11 which prohibits an employee £from
having a financial interest in the purchase of property which
belongs to the City. Our research shows the Homestead Program
involves a purchase of City property because the Homesteader
receives property by quit claim deed from the City in exchange
for $1 and the promise to fulfill obligations stipulated in the
Homesteader's Purchase Agreement. An exception to this part of
the provision exists for property sold by the City pursuant to a
process of competitive bidding. However, since the Homestead
Program does not involve competitive bidding at any point of the
process, this exception does not apply. The Board's analysis. of
this provision required it to conclude that an employee would
have a financial interest in the purchase of property which
belongs to the City if they entered into the Homesteader's
Purchase Agreement with the City. Accordingly, it is the opinion
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of the Board that Section 264 2 11 of the Ord }ance prohibits City
empioyees from receiving property through the Homestead Program,

Our 1nvestigatxon
Homesteader's Agreement on SHEENN i monder Section 26.2~
41, penalties may be imposed on employees for a violation of the
Ethies Ordinance. Based on the opinion stated above, the
guestion with which the Board was necessarily confronted was
whether mQLVlDUALn should be allowed to continue to
participate in the Urban Homestead Program.’

entered into the

This case presented a very unique and difficult situation to the
Board. The uniqueness of the case in the first instance centers
on the fact that considerable luck is required before one can
become a Homesteader. Under this Program, §INDWIDVAL A'sly name had
to be randomly chosen at the public drawing known as the Housing
Lottery. This "luck of the draw" requirement.distinguishes the
Homestead Program from. all other programs previously analyzed
under Section 26.2-11 of the Ethics Ordinance. :
feature, viewed in light of the totality of M

circumstances, gave the Board much to consider in comi
decision._;_ ﬁ _ _

In reviewing the facts, it became obvious _tQ thi
throughout her participation in the Program!idbwn
good faith and in relliance on the affirmative-ac
to her detriment. . She did! ai not . conceal . the fa

‘ _anrd that

City employee. The initial applicat:ion Filed on : B
#clearly states her employer as ‘the City of Chicago.

ubsequent documents which she was reguired complete also
verify this fact. Yet, until recently ‘.iNbNipuiL AR was allowed to
participate in the Program.

Moveover, since winning the Lottery both (iNDviDUAL 4 .and the City
have expended substantial sums of time, effort and money. The

Board concluded at it uld be a great loas to everyone
concerned, should ilNDNiDUALAinOt be permitted to continue in the
Program. Among other 8, contracts have been entered into,
credit checks run, inspections and appraisals completed, and a

quit claim deed for the property awarded toVlinDwiuALA has been
recorded. Under these circumstances, for to negate
what has already been done would be unconscionable. Therefore,
in coming to our decision on this matter, we considered not just

the letter of the Ordinance but the principles of equity, good
conscience and justice.

For the foregoing reaso cannot in this case make the
recommendation that (nDIVIWALA be prohibited from further
participation in the Frogram. e have concluded that to do so
would be highly inequitable and unjust.

¥
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ISSUE I1: Whether City employees can receive 1loans from
programs administered or funded by the City,
including funds from the Section 312 Loan Program.

The Board also reviewed Section 26.2-11 to determine whether City
employees are eligible to participate in Section 312 and other
loan programs. As previously discussed, no City employee may
have a financial interest in any contract when the price or
consideration of the contract is paid with funds administered by
the City. It is our understanding, based upon our review of the
Section 312 Loan Program, that HUD provides loan funds which the
City Department of Housing administers. In past decisions of the
Board, it has been determined that the Ethics Ordinance prohibits
City employees from receiving loans of $5,000 or more from
programs administered by the Department of Housing (e.g. Case No.
89121:A). In that case, the Board of Ethics determined that the
loans fell within Section 26.2~11 of the Ordinance because: (1)
loan agreements are contracts; and (2) the loans in question were
administered@ by the City. Por these reasons, it is the Board's

opinion in this case that City employees are prohibited from
receiving loans of $5,000 or more fro yrograms administered
by the City. This opinion allows WURPiDukA to receive loan
funds of less than $5,000 through loan programs administered by

‘the City. ' Loans for ss 000 or more would constitute a violation
of the Qrdinance.ﬁﬂyﬁ~ e e e

CONCLUSION:

The Board‘s determination and recommendations to the Housing
Department based upon the circumstances in this case
are as follows: (1) that 1NDNVILAL A be allowed to continue her
participation in the Urban Homestead Program, ong as she can

meet the conditions of the Program; (2) that nowwuuA may not

receive funds of $5,000 or more from loan programs administered
by the City.

RELIANCE:

An advisory opinion issued for one case is not a sufficient basis
for inferring legal permissibility or impermisgsibility of conduct
in other cases, even though cases may be similar in some
respects. This advisory opinion is based on the specific set of
circumstances described above. It should be relied upon for
legal guidance only by the following persons: (1) persons
involved in specific transaction or activity with respect to
which an advisory opinion is rendered, or (2) persons involved in
a specific transaction or activity which is indistinguishable in
all its material aspects from the transaction or activity with
respect to which an advisory opinion is rendered.
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c¢e: Michael Schubert, Commissioner
Department of Housing

Kelly Welsh, Corporation Counsel
Department of Law
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